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1. INTR O DUC TIO N

On Fe brua ry 21 , 2007, Broa dwe a ve  Ne tworks  of Arizona , LLC ("Broa dwe a ve " or
"Applica nt") file d a n a pplica tion for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") to
provide  re sold and facilitie s -based loca l exchange  and re sold long dis tance  te lecommunica tions
s e rvice s  in  Arizona . The  App lica n t pe titione d  the  Arizona  Corpo ra tion  Commis s ion
("Commis s ion") fo r a  de te rmina tion  tha t its  p ropos e d  s e rvice s  s hou ld  be  c la s s ifie d  a s
compe titive . On Ma rch 23, 2007, S ta ff de e me d Broa dwe a ve 's  Applica tion to be  ins ufficie nt.
At tha t time, Staff a lso sent its  firs t se t of da ta  requests  to Broadweave .

According to  its  Applica tion, Broa dwe a ve  will re ly on the  fina ncia l re s ource s  of its
pa re nt compa ny, Broa dwe a ve  Ne tworks , Inc. A Ce rtifica te  of Good S ta nding from the  S ta te  of
Arizona  wa s  a tta che d to its  Applica tion. The  ce rtifica te  indica te s  tha t Broa dwe a ve  is  in good
standing with the  Arizona  Corpora tion Commiss ion and is  qua lified to do business  as  a  domestic
limited liability corpora tion organized unde r the  laws  of the  s ta te  of Arizona .

On April 16, 2007, Broadweave  sent its  responses  to S ta ff" s  firs t se t of da ta  requests . At
the  sa me  time , Broa dwe a ve  file d a  confide ntia l supple me nt to its  Applica tion for a  CC&N. The
s upple me nt conta ins  fina ncia l s ta te me nts  for the  ye a r e nding De ce mbe r 31, 2006 a nd is
submitted in a sealed envelope ma rke d, "CONFIDENTIAL AND P ROP RIETARY
INFORMATION - S ubmitte d Unde r S e a l."

On J une  6, 2007, Broa dwe a ve  file d its  re vis e d re s pons e s  to S ta ff' s  firs t s e t of da ta
re que s ts . Broa dwe a ve 's  re sponse s  of June  6, 2007 re pla ce d e ntire ly its  re sponse s  of April 16,
2007. In a ddition, Broa dwe a ve  s ta te d in this  filing tha t it wa ive s  its  re que s t for confide ntia l
tre a tme nt of s pe cific fina ncia l informa tion s o tha t S ta ff will be  a ble  to re port tota l a s s e ts , ne t
income/loss , and s tocldlolde r's  equity figures .

The  Applica nt s ta te d in its  Applica tion tha t it will provide  a n Affida vit of P ublica tion a s
soon a s  poss ible  a fte r the  Hea ring Divis ion of the  Arizona  Corpora tion Commiss ion advises  it of
the  hearing da te  and publica tion of lega l notice .

S ta ff's  re vie w of this  Applica tion a ddre sse s  the  ove ra ll fitne ss  of the  Applica nt to obta in
a  CC&N. Sta ff' s  ana lys is  a lso considers  whe ther the  Applicant's  se rvices  should be  class ified as
competitive  and if the  Applicant's  initia l ra tes  a re  jus t and reasonable .

2. TE CHNICAL CAP ABILITY TO  P RO VIDE  THE  RE Q UE S TE D S E RVICE S

S ta ff de te rmine d tha t Broa dwe a ve  is  one  of s ix (6) a ffilia te d compa nie s  (who a re  a lso
s ubs id ia rie s  o f Broa dwe a ve  Ne tworks ,  Inc . ,  Broa dwe a ve 's  pa re n t compa ny) cu rre n tly
ce rtifica ted and/or applying for ce rtifica tion to provide  te lecommunica tions  se rvices  to cus tomers
in s ix (6) s ta te s , including Arizona . The  a ffilia te d compa nie s  of Broa dwe a ve  Ne tworks , Inc. a re
Broadweave  Ne tworks  of Arizona , LLC, Broadweave  Ne tworks  of Ca lifornia , LLC, Broadweave
Ne tworks  of Ne va da , LLC, Broa dwe a ve  Ne tworks  of Ne w Me xico, LLC Broa dwe a ve  Ne tworks
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of Te xa s , LLC, a nd Broa dwe a ve  Ne tworks  of Uta h, LLC. In its  Applica tion, Broa dwe a ve  ha s
sta ted tha t it has not been denied certifica tion in any sta te .

Bro a d we a ve  p ro vid e d  b io g ra p h ica l b a ckg ro u n d s  o n  ke y me mb e rs  o f its  b o a rd ,
management and technica l pe rsonne l. S ta ff ha s  de te nnine d tha t Broa dwe a ve  ha s  e ight ke y
pe rsonne l with a  combine d tota l of 112 ye a rs  of e xpe rie nce  in the  te le communica tions  se rvice
indus try. Ba s e d on this  informa tion, S ta ff ha s  de te rmine d tha t the  Applica nt ha s  s ufficie nt
technica l capabilitie s  to provide  the  requested te lecommunica tions  se rvices  in Arizona .

3. FINANCIAL CAP ABILITY TO  P RO VIDE  THE  RE Q UE S TE D S E RVICE S

A copy of Broa dwe a ve  Ne tworks , Inc.'s  a udite d fina ncia l s ta te me nts  for the  twe lve
mo n th s  e n d in g  De ce mb e r 3 1 ,  2 0 0 6 ,  wa s  s e n t to  S ta ff in  a  s e a le d  e n ve lo p e  ma rke d ,
"CONFIDENTIAL AND P ROP RIETARY INFORMATION - S ubmitte d  Unde r S e a l." S ta ff
was  granted pe rmiss ion to review and report specific figure s  from the  financia l s ta tements . The
financia l s ta tements  lis t Broadweave  Ne tworks , Inc.'s  a sse ts  in excess  of $3.6 million, equity in
excess  of $3.5 million, and a  ne t income  loss  of $632,018. The  Applicant did not provide  note s
re la ted to these  financia l s ta tements.

The  Applica nt s ta te d in its  propose d long dis ta nce  ta riff (re fe re nce  Arizona  Ta riff No. 2,
in Section 2.1.4, on page  11) tha t it does not collect advances and/or deposits  from its  customers .
S ta ff re vie we d the  Applica nt's  Arizona  Ta riff No. 2 ta riff a nd ve rifie d tha t pre pa yme nts  a re  not
lis ted in the  proposed ta riff. S ta ff be lieves  tha t the  Applicant's  cus tomers  should be  protected by
the  procure me nt of a  pe rfomia nce  bond or a n irre voca ble  s ight dra ft Le tte r of Cre dit. S ince  the
Applica nt is  re que s ting a  CC&N for re sold a nd fa cilitie s -ba se d loca l e xcha nge  a nd re sold long
dis tance  te lecommunica tions  se rvices , a  pe rfonnance  bond or an irrevocable  s ight dra ft Le tte r of
Credit is  appropria te . The  amount of pe rformance  bond or irrevocable  s ight dra ft Le tte r of Credit
cove ra ge  ne e de d for e a ch s e rvice  is  a s  follows : fa cilitie s -ba se d inte re xcha nge  $100,000 a nd
resold loca l exchange  $25,000. The  pe rformance  bond or irrevocable  s ight dra ft Le tte r of Credit
coverage  needs  to increase  in increments  equa l to 50 percent of the  tota l minimum performance
bond a mount or irre voca ble  s ight dra ft Le tte r of Cre dit a mount whe n the  tota l a mount of the
a dva nce s , de pos its , a nd pre pa yme nts  is  within 10 pe rce nt of the  tota l minimum pe rforma nce
bond amount or irrevocable  s ight dra ft Le tte r of Credit amount.

To tha t e nd, S ta ff re comme nds  tha t the  Applica nt procure  a  pe rforma nce  bond or a n
irre voca ble  s ight dra ft Le tte r of Cre dit, a t the  dis cre tion of the  Applica nt, in  the  a mount of
$125,000. The  minimum pe rforma nce  bond a mount or irre voca ble  s ight dra ft Le tte r of Cre dit
amount of $125,000 should be  increased if a t any time it would be  insufficient to cover advances ,
depos its , and/or prepayments  collected from the  Applicant's  cus tomers . The  pe rformance  bond
a mount or irre voca ble  s ight dra ft Le tte r of Cre dit a mount should be  incre a se d in incre me nts  of
$62,500. This  incre a s e  s hould occur whe n the  tota l a mount of the  a dva nce s , de pos its , a nd
prepayments  is  within $12,500 of the  minimum of the  pe rformance  bond amount or irrevocable
s ight dra ft Le tte r of Credit amount.
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The  origina l pe rfonna nce  bond or irre voca ble  s ight dra ft Le tte r of Cre dit mus t be  file d
with the  Commiss ion's  Bus iness  Office  and copies  of the  pe rformance  bond or irrevocable  s ight
dra ft Le tte r of Credit with Docke t Control, a s  a  compliance  item in this  docke t, within 30 days  of
the  e ffe ctive  da te  of a  de cis ion in this  ma tte r. The  origina l pe rforma nce  bond or irre voca ble
s ight dra ft Le tte r of Cre dit mus t re ma in in e ffe ct until furthe r orde r of the  Commis s ion. The
Commiss ion ma y dra w on the  pe rforma nce  bond or irre voca ble  s ight dra ft Le tte r of Cre dit, on
be ha lf of, a nd for the  sole  be ne fit of the  Compa ny's  cus tome rs , if the  Commiss ion finds , in its
dis cre tion, tha t the  Compa ny is  de fa ult of its  obliga tions  a ris ing from its  Ce rtifica te . The
Commiss ion may use  the  pe rformance  bond or irrevocable  s ight dra ft Le tte r of Credit funds , a s
a ppropria te , to prote ct the  Compa ny's  cus tome rs  a nd the  public inte re s t a nd ta ke  a ny a nd a ll
actions  the  Commiss ion deems necessa ry, in its  discre tion, including, but not limited to re turning
prepayments  or deposits  collected from the  Company's  customers .

If a t some  time  in the  future , the  Applica nt wa nts  to colle ct a n a dva nce , de pos it, a nd/or
p re p a yme n t fro m its  re s o ld  lo n g  d is ta n ce  cu s to me rs ,  it mu s t file  in fo rma tio n  with  th e
Commiss ion for S ta ff" s  re vie w. Upon re ce ipt of such a  filing, S ta ff will re vie w the  informa tion
and forward its  recommenda tion to the  Commiss ion. Also, if the  Applicant des ire s  to discontinue
any type  of re sold and/or facilitie s -based te lecommunica tions  se rvices , it must file  an applica tion
with the  Commis s ion purs ua nt to  the  Arizona  Adminis tra tive  Code  ("A.A.C.") R14-2-l107.
Fa ilure  to me e t this  re quire me nt should re sult in forfe iture  of the  Applica nt's  pe rforma nce  bond
or irrevocable  s ight dra ft Le tte r of Credit.

4. ES TABLIS HING RATES  AND CHARGES

The  Applica nt would be  providing se rvice  in a re a s  whe re  a n incumbe nt loca l e xcha nge
ca rrie r ("ILEC") a nd inte re xcha nge  ca nte rs , a long with va rious  compe titive  loca l e xcha nge
("CLECs") a nd inte re xcha nge  ca rrie rs  ("IXCs") a re  providing te le phone  se rvice . The re fore , the
Applica nt would ha ve  to compe te  with thos e  provide rs  in orde r to obta in s ubs cribe rs  to its
services. The  Applica nt would be  a  ne w e ntra nt a nd would fa ce  compe tition from both a n
incumbent provide r and othe r compe titive  provide rs  in offe ring se rvice  to its  potentia l cus tomers .
The re fore , the  Applica nt would  ge ne ra lly not be  a ble  to  e xe rt ma rke t powe r. Thus , the
competitive  process should result in ra tes that are  just and reasonable .

The  ra te s  propos e d by this  filing a re  for compe titive  s e rvice s . In ge ne ra l, ra te s  for
compe titive  se rvice s  a re  not se t a ccording to ra te  of re turn regula tion. Initia lly, Broadweave  will
have  a  zero-va lue  ra te  base  and its  projected fa ir va lue  ra te  base  will be  $1,085,000 a t the  end of
the  firs t twe lve  months  of ope ra tion.

The  Applica nt's  fa ir va lue  ra te  ba se  is  too sma ll to be  use ful in a  fa ir va lue  a na lys is . In
a ddition, the  ra te  to be  ultima te ly cha rge d by the  compa ny will be  he a vily influe nce d by the
marke t. The re fore , while  S ta ff cons ide red the  fa ir va lue  ra te  ba se  informa tion submitted by the
Applicant, the  fa ir va lue  ra te  base  information provided should not be  given substantia l we ight in
this  ana lys is .



Broa dwe a ve  Ne tworks  of Arizona , LLC
Docke t No. T-20514A-07-0113
Page 4

Staff has  reviewed the  ra tes  to be  charged by the  Applicant and be lieves they are  just and
reasonable  as  they a re  comparable  to other CLECs, ILE Cs and IXCs offe ring se rvice  in Arizona .
Broa dwe a ve  re porte d its  ta riff a ctua l minimum a nd a ctua l ma ximum ra te s  for s e rvice s  we re
calcula ted using genera l market analysis  based on experience  for each of the  company's  services.
S ta ff re vie we d the  Applica nt's  propos e d Arizona  Ta riff No. l file d with the  Applica tion a nd
Arizona  Ta riff No. 2 file d on June  6, 2007 a s  Atta chme nt 5. S ta ff be lie ve s  Broa dwe a ve 's  ra te s
a re  compa ra ble  to the  ra te s charged by compe titive  loca l e xcha nge  ca rrie rs , loca l incumbe nt
camle ts  and ma jor long dis tance  ca rrie rs  ope ra ting in Arizona . S ta ff a lso be lieves  tha t the  ra te s
charged for te lecommunica tions  se rvices  by Broadweave  in Arizona  a re  comparable  to the  ra tes
cha rged for s imila r se rvices  by Broadweave 's  a ffilia te s  in othe r jurisdictions .

Both a n a ctua l ra te  a nd a  ma ximum ra te  ma y be  lis te d for e a ch compe titive  s e rvice
offe re d. The  ra te  cha rge d for a  se rvice  ma y not be  le s s  tha t the  Applica nt's  tota l s e rvice  long-
run incrementa l cos t of providing the  se rvice  pursuant to A.A.C. R14-2-l109.

5. LOCAL E XCHANGE  CARRIE R S P E CIFIC IS S UE S

Issues re la ted to the  provision of local exchange services are  discussed below.

5.1 NUMBER P ORTABILITY

The  Commis s ion ha s  a dopte d rule s  to  a ddre s s  numbe r porta bility in  a  compe titive
te le communica tions  se rvice s  ma rke t. Loca l e xcha nge  compe tition  ma y not be  vigorous  if
cus tome rs , e s pe cia lly bus ine s s  cus tome rs , mus t cha nge  the ir te le phone  numbe rs  to ta ke
a dva nta ge  of a  compe titive  loca l e xcha nge  ca rrie r's  s e rvice  offe rings . Cons is te nt with fe de ra l
la ws , fe de ra l mie s  a nd A.A.C. R14-2-1308 (A), the  Applica nt s ha ll ma ke  numbe r porta bility
ava ilable  to facilita te  the  ability of a  cus tomer to switch be tween authorized loca l cante rs  within
a  given wire  cente r without changing the ir te lephone  number and without impa innent to qua lity,
hinctiona lity, re lia bility or conve nie nce  of use .

5.2 PRO VISION OF BASIC TELEPHONE SER VICE AND UNIVERSAL SER VICE

The  Commiss ion ha s  a dopte d mie s  to a ddre s s  unive rsa l te le phone  se rvice  in Arizona .
A.A.C. R1 4 -2 -1 2 0 4  (A) in d ica te s  th a t a ll te le co mmu n ica tio n s  s e rvice s  p ro vid e rs  th a t
inte rconne ct into the  public s witche d ne twork s ha ll provide  funding for the  Arizona  Unive rs a l
Fund ("AUS F"). The  Applica nt will ma ke  the  ne ce s sa ry monthly pa yme nts  re quire d by A.A.C.
R14-2-1204 (B)-

5.3 QUALITY OF SER VICE

S ta ff be lie ve s  tha t the  Applica nt s hould be  orde re d to a bide  by the  qua lity of s e rvice
s ta nda rds  tha t we re  a pprove d by the  Commis s ion for Qwe s t (f/k/a  US WC) in Docke t No. T-
01051B-93-0183 (De cis ion No. 5942l). The  pe na ltie s  de ve lope d in tha t docke t we re  initia te d
because  Qwest's  leve l of se rvice  was  not sa tis factory and the  Applicant does  not have  a  s imila r
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his tory of se rvice  qua lity problems . S ta ff does  not re commend tha t those  pena ltie s  apply to the
Applica nt. In the  compe titive  ma rke t tha t the  Applica nt wishe s  to e nte r, the  Applica nt ge ne ra lly
will ha ve  no ma rke t powe r a nd will be  force d to provide  a  s a tis fa ctory le ve l of s e rvice  or ris k
los ing its  cus tome rs . The re fore , S ta ff be lieves  tha t it is  unnecessa ry to subject the  Applicant to
those  penalties  a t this  time.

5.4 A CCESS TO ALTERNATIVE LOCAL EXCHANGE SER VICE PROVIDERS

Sta ff expects  tha t the re  will be  new entrant provide rs  of loca l exchange  se rvice  who will
ins ta ll the  plant necessa ry to provide  te lephone  se rvice  to, for example , a  re s identia l subdivis ion
or an industria l pa rk much like  exis ting loca l exchange  companies  do today. There  may be  a reas
whe re  the  Applica nt ins ta lls  the  only loca l e xcha nge  s e rvice  fa cilitie s . In  the  in te re s t o f
providing compe titive  a lte rna tive s  to the  Applica nt's  loca l e xcha nge  s e rvice  cus tome rs , S ta ff
recommends  tha t the  Applicant be  prohibited from baning acce ss  to a lte rna tive  loca l exchange
se rvice  provide rs  who wish to se rve  such a reas . This  way, an a lte rna tive  loca l exchange  se rvice
provide r may se rve  a  cus tomer if the  cus tomer so de s ire s . Access  to othe r provide rs  should be
provided pursuant to the  provis ions  of the  1996 Te lecommunica tions  Act, the  rule s  promulga ted
there  under and Commission rules  on inte rconnection and unbundling.

5.5 911 SERVICE

The  Commiss ion ha s  a dopte d rule s  to a ddre ss  911 a nd E911 se rvice s  in a  compe titive
te le communica tions  se rvice  ma rke t. The  Applica nt ha s  ce rtifie d tha t in a ccorda nce  with A.A.C.
R14-2-1201(6)(d) and the  Fede ra l Communica tions  Commiss ion 47 CFR Sections  64.3001 and
64.002, it will p rovide  a ll cus tome rs  with  911  a nd  E911 s e rvice , whe re  a va ila b le , o r will
coordina te  with the  ILE Cs and emergency service  providers  to provide  911 and E91 l se rvice .

5.6 CUSTOM LOCAL AREA SIGNALING SER VICES

Cons is te nt with pa s t Commiss ion de cis ions , the  Applica nt ma y offe r Ca lle r ID provide d
tha t pe r ca ll and line  blocking, with the  capability to toggle  be tween blocking and unblocking the
tra ns mis s ion of the  te le phone  numbe r, a re  provide d a s  options  to  which cus tome rs  could
subscribe  with no cha rge . Also, La s t Ca ll Re turn s e rvice  tha t will not re turn ca lls  to te le phone
numbers  tha t have  the  privacy indica tor activa ted, indica ting tha t the  number has  been blocked,
must be  offe red.

6. R E VIE W O F  C O MP LAINT AND C O MP LIANC E  INF O R MATIO N

The  Applica nt ce rtifie d tha t it ha s  ne ithe r ha d a n a pplica tion for s e rvice  de nie d, nor
re voke d in a ny s ta te . The  Applica nt a ls o ce rtifie d tha t the re  ha s  be e n no forma l or informa l
compla in t p roce e ding  in  the  o the r ju ris d ic tions  in  which  the  Applica n t p rovide s  s e rvice .

Fina lly, the  Applicant ce rtified tha t the re  have  not been any civil or crimina l proceedings
aga inst the  Applicant.
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S ta ff contacted five  (5) s ta te  Public Utilitie s  Commiss ions  ("PUCs") and de te rmined tha t
Broa dwe a ve 's  five  (5) a ffilia te d compa nie s  a re  ce rtifica te d, re gis te re d, or lis te d to provide
te le communica tions  s e rvice s  in the  s ta te s  lis te d in the  Applica tion. S ta ff a ls o confirme d tha t
the re  we re  no consume r compla ints  a ga ins t the  Broa dwe a ve 's  a ffilia te d compa nie s . Ba se d on
this  information, S ta ff has  de te rmined tha t the  Applicant has  adequa te  capabilitie s  to provide  the
te lecommunica tions  se rvices  it is  requesting authority to provide .

The  Applicant ce rtified tha t none  of its  office rs , directors  or pa rtne rs  has  been involved in
a ny civil or crimina l inve s tiga tions , forma l or informa l compla ints . The  Applica nt a lso indica te d
tha t none  of its  office rs , directors  or pa rtne rs  has  been convicted of any crimina l acts  in the  pas t
ten (10) years .

7. CO MP E TITIVE  S E RVICE S  ANALYS IS

The  Applica nt ha s  pe titione d the  Commiss ion for a  de te rmina tion tha t the  se rvice s  it is
seeking to provide  should be  cla ss ified a s  compe titive . The  Applicant indica ted tha t it does  not
ha ve  a  re s a le  or inte rconne ction a gre e me nt in ope ra tion a t this  time . S ta ffs  a na lys is  a rid
recommendations are  discussed below.

7. I COMP ETITIVE SER VICES ANALYSIS FOR LOCAL EXCHANGE SER VICES

7.1.1 A de scription of the  ge ne ra l e conomic conditions  tha t e xis t, which ma ke s  the  re le va nt
marke t for the  se rvice  one  tha t, is  competitive .

The  loca l exchange  marke t tha t the  Applicant seeks  to ente r is  one  in which a  number of
ne w CLECs  ha ve  be e n a uthorize d to provide  loca l e xcha nge  s e rvice . Neverthe less ,
ILE Cs  hold a  virtua l monopoly in the  loca l exchange  se rvice  marke t. At loca tions  whe re
ILE Cs  provide  loca l e xcha nge  se rvice , the  Applica nt will be  e nte ring the  ma rke t a s  a n
a lte rna tive  provide r of loca l e xcha nge  s e rvice  a nd, a s  such, the  Applica nt will ha ve  to
compete  with those  companies in order to obta in customers. In a reas where  ILE Cs do not
se rve  cus tome rs , the  Applica nt ma y ha ve  to convince  de ve lope rs  to a llow it to provide
service  to the ir deve lopments .

The  Applica nt a nd/or its  a ffilia te s  ha ve  e nte re d into P re fe rre d P rovide r Agre e me nts
("PPAs") in a t leas t one  s ta te  for the  purpose  of providing voice , da ta  and video se rvices
in Ma s te r P la nne d Communitie s  ("MP Cs ") a nd ma y be  pla nning to e nte r into s imila r
s e rvice  a rra nge me nts  in othe r s ta te s , including Arizona . By me a ns  o f P P As , the
Applica nt would join ma rke ting a nd ope ra tiona l e fforts  with MPC de ve lope rs . Ge ne ra lly
in a  P P A, the  de ve lope r a gre e s  to e xclus ive ly promote  a nd ma rke t the  se rvice s  of one
te lecommunica tions  provide r. In some  cases , PPAs have  included or led to pa rticipa tion

1 Telephonyonlinecorn, "Greenfield Players  Pursue Fiber Land Grab" by Ed Gubbins , December 11, 2006,
Broadweave Networks  news release, http://www.broadweave.com/pressReleases .htm,
http://news.tholnasnet.com/cornpanystory/493826, September 8, 2006
2 For example, Texas , Ca lifornia , Nevada  & New Mexico
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in  Home  Owne r As s ocia tion ("HOAs ") a gre e me nts  tha t bundle  te le communica tion
s e rvice s  with  o the r s e rvice s  provide d by the  HOA. P P As  ha ve  be e n us e d by the
domina nt ILEC in Arizona , Qwe s t Corpora tion, a nd by the  domina nt CLEC in Arizona ,
Cox Arizona  Te lkom.

In  re s pons e  to  S ta ffs  da ta  re que s t S TF 3 .2 , the  App lica n t a cknowle dge d  its  fu ll
awareness of the  PPA dockets and key issues pending before  the  Commission:

1 . In  the  ma tte r o f the  forma l compla in t o f Accip ite r Communica tions , Inc .
a ga ins t Vis ta noia  Communica tions , L.L.C., S he a  S unbe lt P le a s a nt P oint,
L.L.C., a nd Cox Arizona  Te lcom, L.L.C., T-0347lA-05-0064.

2. Inve s tiga tion into P re fe rre d Ca nte r Arra nge me nts  a nd Othe r P ote ntia l Anti-
Compe titive  P ra ctice s Involving S e rvice  to Re s ide ntia l o r Bus ine s s
Deve lopments , T-00000K-04-0927.

7.1.2 The  number of a lte ra tive  provide rs  of the  se rvice .

Qwest and various independent LECs are  the  primary providers  of loca l exchange  service
in the  S ta te . S e ve ra l CLECs  a nd loca l e xcha nge  re s e lle rs  a re  a ls o providing loca l
exchange service.

7. 1 .3 The  es timated marke t sha re  he ld by each a lte ra tive  provider of the  se rvice .

S ince  Qwe s t a nd the  inde pe nde nt LECs  a re  the  prima ry provide rs  of loca l e xcha nge
s e rvice  in the  S ta te , the y ha ve  a  la rge  s ha re  of the  ma rke t. Mos t CLECs  a nd loca l
exchange  re se lle rs  have  a  limited marke t sha re . Cox Te lcom is  the  only CLEC be lieved
to have captured a  significant market share  in the  Phoenix and Tucson Metro areas.

7.1.4 The names and addresses of any a lternative  providers of the  service  tha t are  a lso affilia tes
of the  te lecommunica tions  Applicant, a s  de fined in A.A.C. R14-2-801.

None .

7.1.5 The  ability of a lte rna tive  provide rs  to make  functiona lly equiva lent or subs titute  se rvice s
readily ava ilable  a t competitive  ra tes , te rms and conditions .

ILE Cs  ha ve  the  a bility to offe r the  s a me  se rvice s  tha t the  Applica nt ha s  re que s te d in
the ir re s pe ctive  s e rvice  te nitorie s . S imila rly ma ny of the  CLECs  a nd loca l e xcha nge
rese lle rs  a lso offe r substantia lly s imila r se rvices .

7.1.6 Othe r indica tors  of ma rke t power, which may include  growth and shifts  in marke t sha re ,
ease  of entry and exit, and any a ffilia tion be tween and among a lte rna tive  providers  of the
se rvice (s).
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The  loca l exchange  service  marke t is :

One in which ILE Cs own networks tha t reach nearly every residence  and business
in the ir se rvice  te rritories  and the  CLEC's  have  a lso ente red the  marke t.

One  in which new entrants  will be  dependent upon ILE Cs:

1.
2.

To te rmina te  tra ffic to cus tomers .
To provide  e s se ntia l loca l e xcha nge  se rvice  e le me nts  until the  e ntra nt's
own ne twork has  been built.
To inte rconnect,

One  in which ILE Cs  ha ve  ha d a n e xis ting re la tionship with the ir cus tome rs  tha t
the  ne w e ntra nts  will ha ve  to ove rcome  if the y wa nt to compe te  in the  ma rke t
since  new entrants  do not have  a  long his tory with any customers.
One  in which Qwest provides  a  qua lity of se rvice  tha t has  in the  pas t genera ted a
s ignifica nt numbe r of compla ints . The  compla ints  le d the  Commiss ion to a dopt
se rvice  rule s  tha t conta in pena ltie s  if the  se rvice  qua lity s tanda rds  a re  not me t. A
provide r of a lte rna tive  se rvice , such a s  the  Applicant, should provide  Qwes t -. a s
we ll a s  o the r provide rs  - with  the  ince ntive  to  produce  h igh  qua lity s e rvice
including se rvice  ins ta lla tion and repa ir on a  time ly bas is .

One  in which mos t cus tomers  have  a  few, if any choice s  s ince  the re  is  gene ra lly
only one  or two providers  of loca l exchange  se rvice  in each se rvice  te rritory.

One  in which the  Applica nt will not ha ve  the  ca pa bility to a dve rse ly a ffe ct price s
or res trict output to the  de triment of te lephone  service  subscribers .

7.2 COMPETITIVE SER VICES ANAL YSIS FOR INTEREXCHANGE SER VICES

7.2.1 A description of the general economic conditions that exist, which makes the
relevant market for the service one that, is competitive.

The  inte re xcha nge  ma rke t tha t the  Applica nt s e e ks  to e nte r is  one  in which nume rous
facilities-based and resold inte rexchange  carrie rs  have  been authorized to provide  service
throughout the  S ta te . The  Applica nt will be  a  ne w e ntra nt in this  ma rke t a nd, a s  such,
will have  to compete  with those  companies  in order to obta in customers .

7.2.2 The number of alternative providers of the service.

b.

a.

d.

c.

e.

f.

The re  a re  a  la rge  number of facilitie s -based and re sold inte rexchange  ca rrie rs  providing
both inte rLATA a nd intra LATA inte re xcha nge  se rvice  throughout the  S ta te . In a ddition,
various  ILE Cs provide  intraLATA inte rexchange  se rvice  in many a reas  of the  Sta te .

3.
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7.2.3 The estimated market share held by each alternative provider of the service.

The  la rge  fa cilitie s -ba s e d inte re xcha nge  ca nte rs  (AT&T, S print, MCI WorldCom, e tc.)
hold a  ma jority of the  inte rLATA inte re xcha nge  ma rke t, a nd the  ILE Cs  provide  a  la rge
portion of the  intra LATA inte re xcha nge  ma rke t. Nume rous  othe r inte re xcha nge  ca nte rs
ha ve  a  s ma lle r pa rt of the  ma rke t a nd one  in which ne w e ntra nts  do not ha ve  a  long
his tory with any cus tomers .

7.2.4 The names and addresses of any alternative providers of the service that are also
affiliates of the telecommunications Applicant, as defined in A.A.C. R14-2-801.

None .

7.2.5 The ability of alternative providers to make functionally equivalent or substitute
services readily available at competitive rates, terms and conditions.

Both facilitie s-based and resold inte rexchange  ca rrie rs  have  the  ability to offe r the  same
se rvices  tha t the  Applicant has  reques ted in the ir re spective  se rvice  te rritorie s . S imila rly
ma ny of the  ILE Cs  offe r s imila r intra LATA toll se rvice s .

7.2.6 Other indicators of market power, which may include growth and shifts in market
share, ease of entry and exit, and any affiliation between and among alternative
providers of the service(s).

The interexchange service  market is :

One  with numerous  competitors  and limited ba rrie rs  to entry.

One  in which es tablished inte rexchange  camle ts  have  had an exis ting re la tionship
with the ir cus tome rs  tha t the  ne w e ntra nts  will ha ve  to ove rcome  if the y wa nt to
compete  in the  marke t.

One  in which the  Applica nt will not ha ve  the  ca pa bility to a dve rse ly a ffe ct price s
or restrict output to the  de triment of te lephone  service  subscribers .

8. R E C O MME NDATIO NS

S ta ff re co mme n d s  Bro a d we a ve 's  a p p lica tio n  fo r a  CC&N to  p ro vid e  in tra s ta te
te le communica tions  s e rvice s , a s  lis te d in this  Re port, be  gra nte d. In a ddition, S ta ff furthe r
recommends:

1. Tha t the  App lica n t complie s  with  a ll Commis s ion  Ru le s ,  Orde rs ,  a nd  o the r
requirements  re levant to the  provis ion of intras ta te  te lecommunica tions  se rvices ,

b.

c.

a.
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Tha t the  Applicant abides  by the  qua lity of se rvice  s tanda rds  tha t were  approved by
the  Commiss ion for Qwes t in Docke t No. T-01051B-93-0183,

Tha t the  Applica nt be  prohibite d from ba rring a cce ss  to a lte rna tive  loca l e xcha nge
se rvice  provide rs  who wish to se rve  a re a s  whe re  the  Applica nt is  the  only provide r
of loca l exchange  se rvice  facilitie s ,

Tha t the  Applicant be  required to notify the  Commiss ion immedia te ly upon changes
to the  Applicant's  name, address  or te lephone  number,

Tha t the  Applica nt coope ra te  with Commis s ion inve s tiga tions  including, but not
limited to, cus tomer compla ints ,

The  ra te s  propose d by this  filing a re  for compe titive  s e rvice s . In ge ne ra l, ra te s  for
competitive  se rvices  a re  not se t according to ra te  of re turn regula tion. S ta ff obta ined
infonna tion from the  Applica nt indica ting tha t its  fa ir va lue  ra te  ba se  is  $l,085,000.
The  Applicant's  fa ir va lue  ra te  base  is  too sma ll to be  use ful in a  fa ir va lue  ana lys is .
In  a ddition , the  ra te  to  be  u ltima te ly cha rge d  by the  compa ny will be  he a vily
influenced by the  marke t. The re fore , while  S ta ff cons ide red the  fa ir va lue  ra te  base
in fo rma tion  s ubmitte d  by the  Applica n t, the  fa ir va lue  ra te  ba s e  in fo rma tion
provided should not be  given subs tantia l we ight in this  ana lys is . S ta ff ha s  reviewed
the  ra tes  to be  charged by the  Applicant and be lieves they are  just and reasonable  as
the y a re  compa ra ble  to othe r compe titive  loca l e xcha nge  ca rrie rs , loca l incumbe nt
cante rs  and ma jor long dis tance  cante rs  offe ring se rvice  in Arizona  and comparable
to the  ra tes  the  Applicant charges  in other jurisdictions .

Tha t the  Applica nt offe r Ca lle r ID with the  ca pa bility to toggle  be twe e n blocking
and unblocking the  transmission of the  te lephone number a t no charge .

Tha t the  Applica nt offe r La s t Ca ll Re turn s e rvice s  tha t will not re turn ca lls  to the
te lephone  numbers  tha t have  the  privacy indica tor activa ted.

S ta ff furthe r re comme nds  tha t the  Commiss ion a uthorize  the  Applica nt to discount
its  ra tes  and service  charges to the  margina l cost of providing the  services,

S ta ff furthe r re comme nds  tha t the  Applica nt be  orde re d to comply with the  following. If
it does  not do so, the  Applicant's  CC&N sha ll be  null and void, a fte r due  process , without furthe r
order of the  Commission and no time extensions shall be  granted.

2.

4.

3.

6.

5.

7.

9.

8.

1. The  Applica nt s ha ll docke t a  conforming ta riff for e a ch s e rvice  within  its  CC&N
within 365 da ys  from the  da te  of a n Orde r in this  ma tte r or 30 da ys  prior to providing
s e rvice , whiche ve r come s  firs t. The  ta riff s ha ll conform with the  a pplica tion a nd
Commission Decis ion and s ta te  tha t the  Applicant does  not collect advances , deposits ,
and/or prepayments  from its  customers.
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The  Applica nt sha ll:

P rocure  a  pe rforma nce  bond or a n irre voca ble  s ight dra ft Le tte r of Cre dit, a t the
d is c re tio n  o f th e  Ap p lica n t,  in  th e  a mo u n t o f $ 1 2 5 ,0 0 0 . Th e  min imu m
pe rforma nce  bond a mount or irre voca ble  s ight dra ft Le tte r of Cre dit a mount of
$125,000 s hould be  incre a s e d if a t a ny time  it would be  ins ufficie nt to cove r
advances, deposits , and/or prepayments  collected from the  Applicant's  customers .
The  pe rformance  bond amount or irrevocable  s ight dra ft Le tte r of Credit amount
should be  increa sed in increments  of $62,500. This  increa se  should occur when
the  tota l amount of the  advances , deposits , and prepayments  is  within $12,500 of
the  minimum of the  pe rformance  bond amount or irrevocable  s ight dra ft Le tte r of
Credit amount.
File  the  origina l pe rformance  bond or irrevocable  s ight dra ft Le tte r of Credit mus t
be  file d with the  Colnmis s ion's  Bus ine s s  Office  a nd copie s  of the  pe rforma nce
bond  o r irre voca b le  s igh t d ra ft Le tte r o f Cre d it with  Docke t Con tro l,  a s  a
complia nce  ite m in this  docke t, within 30 da ys  of the  e ffe ctive  da te  of a  de cis ion
in this  ma tte r. The  origina l pe rfonna nce  bond or irre voca ble  s ight dra ft Le tte r of
Cre d it mus t re ma in  in  e ffe c t un til fu rthe r o rde r o f the  Commis s ion . The
Commiss ion may draw on the  pe rformance  bond or irrevocable  s ight dra ft Le tte r
of Credit, on beha lf of, and for the  sole  benefit of the  Company's  cus tomers , if the
Commiss ion finds , in its  discre tion, tha t the  Company is  de fault of its  obliga tions
a ris ing from its  Ce rtifica te . The  Commiss ion ma y use  the  pe rforma nce  bond or
irre voca ble  s ight dra ft Le tte r of Cre dit fie nds , a s  a ppropria te , to  prote ct the
Compa ny's  cus tome rs  a nd the  public inte re s t a nd ta ke  a ny a nd a ll a ctions  the
Commis s ion de e ms  ne ce s s a ry, in  its  dis cre tion, including, but not limite d to
re turning prepayments  or deposits  collected from the  Company's  customers .

If a t some  time  in the  future , the  Applica nt wa nts  to colle ct a n a dva nce , de pos it,
a n d /o r p re p a yme n t fro m its  re s o ld  lo n g  d is ta n ce  cu s to me rs ,  it mu s t file
informa tion with  the  Commis s ion for S ta ffs  re vie w. Upon re ce ipt of s uch a
filing, S ta ff will re vie w the  informa tion a nd forwa rd its  re comme nda tion to the
Commis s ion. Als o, if the  Applica nt de s ire s  to dis continue  a ny type  of re s old
a nd/or fa cilitie s -ba s e d te le communica tions  s e rvice s , it mus t file  a n a pplica tion
with the  Commis s ion purs ua nt to the  A.A.C. R14-2-ll07. Fa ilure  to me e t this
re quire me nt s hould re s ult in forfe iture  of the  Applica nt's  pe rforma nce  bond or
irrevocable  s ight dra ft Le tte r of Credit.

2.

b.

a.

c.

d. Because  the  Applicant has  executed a  PPA in a t lea s t one  othe r s ta te  and those
a rrangements  a re  now unde r inves tiga tion in Arizona , S ta ff furthe r recommends
tha t the C C &N be granted on the  condition tha t the  Applicant agrees to accept and
be  s ubje ct to  a ll conditions  a nd rule s  ultima te ly a dopte d by the  Commis s ion
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perta ining to PPAs3, in docke ts  currently pending before  the  Commission.

S ta ff fu rthe r re comme nds  tha t be fo re  e n te ring  in to  P P As  in  Arizona , the
Applica nt mus t firs t s ubmit a  copy of e a ch P P A to the  Commis s ion S ta ff for
re vie w. P e nding the  comple tion of the  Commiss ion docke ts  pe rta ining to P P As ,
any proposed PPAs must:

5.
6.

Allo w equal access to public easements b y co mp e titive
te lecommunica tions  provide rs .
Not impos e  a cce s s  fe e s  unle s s  re vie we d a nd a pprove d by the
Commiss ion,
Not pa rticipa te  in a rra nge me nts  which would re s trict a cce s s  to a
MPC by othe r te lecommunica tion provide rs .
Only provide  te le communica tions  se rvice s  to e nd-use rs  a t te mps
a nd  cond itions  a va ila b le  in  App lica n t's  ta riffs  file d  with  a nd
approved by the  Commission.
Not limit e nd-use r choice .
No t le a d  to  o r n o t in c lu d e  p a rtic ip a tio n  in  HO A,  o r o th e r,
agreements  which require  end-users  to pay for te lecommunica tions
services  they do not se lect or do not want.
Not ente r into any PPA or othe r agreements  such a s  utilized in the
Vis tancia  MPC and currently under review by the  Commiss ions .

8.1 RECOMMENDA TIe r ON THE AP P LICANT 'S  P ETITION TO HA VE ITS  P ROP US ED
SER VICES CLASSIFIED AS COMPETITIVE

Sta ff be lieves  tha t the  Applicant's  proposed se rvices  should be  class ified as  competitive .
The re  a re  a lte rna tive s  to the  Applica nt's  s e rvice s . The  App lica n t will ha ve  to  convince
cus tomers  to purchase  its  se rvices , and the  Applicant has  no ability to adve rse ly a ffect the  loca l
exchange service markets.

The re fore , the  Applica nt curre ntly ha s  no ma rke t powe r in the  loca l e xcha nge  s e rvice
ma rke ts  whe re  a lte rna tive  provide rs  of te le communica tions  s e rvice s  e xis t. S ta ff the re fore
recommends tha t the  Applicant's  proposed services  be  classified as  competitive .

3 In the matter of the formal complaint of Accipiter Communications, Inc. against Vistancia Communications,
L.L.C., Shea Sunbelt Pleasant Point, L.L.C., and Cox Arizona Telkom, L.L.C., T-03471A-05-0064, Investigation
into Preferred Carrier Arrangements and Other Potential Anti-Competitive Practices Involving Service to
Residential or Business Developments, T-00000K-04-0_27
4 In the matter of the formal complaint of Accipiter Communications, Inc. against Vistancia Communications,
L.L.C., Shea Sunbelt Pleasant Point, L.L.C., and Cox Arizona Telcom, L.L.C., T-0347lA-05-0064,

e.

4.

3.

2.

7.

1.


